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JOINT COMMENTS OF BELL ATLANTICl AND NYNEX2

ON NOTICE OF INQUIRY

Bell Atlantic and NYNEX hereby submit their comments on the issues

raised in the Commission's Notice of Inquiry ("NOI") in the above-referenced

proceeding.3

Summary of Position

In the NOI, the Commission requests comments on the changes to the

membership and governance of the National Exchange Carrier Association

("NECA") that would be necessary for NECA to meet the Joint Board's

1 The Bell Atlantic telephone companies ("Bell Atlantic") are Bell Atlantic
Delaware, Inc.; Bell Atlantic-Maryland, Inc.; Bell Atlantic-New Jersey, Inc.; Bell
Atlantic-Pennsylvania, Inc.; Bell Atlantic-Virginia, Inc.; Bell Atlantic-Washington,
D.C., Inc.; and Bell Atlantic-West Virginia, Inc.

2 The NYNEX Telephone Companies are New York Telephone Company and
New England Telephone and Telegraph Company.

3 In the Matter of Changes to the Board of Directors of the National Exchange
Carrier Association, Inc., CC Docket No. 97-21, Notice of Proposed Rulemaking
and Notice of Inquiry, FCC 97-11, released January 10, 1997.
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recommended criteria for selection as a permanent administrator of the new

universal service fund.4 Bell Atlantic and NYNEX support NECA's proposal to

establish a separate entity, the universal service administrative company

(flUSAC"), that would be divested from NECA upon USAC's selection as

permanent fund administrator. This proposal ensures that USAC would not be

perceived as biased towards any particular part of the communications industry,

and that it would be separated from NECA's advocacy functions.

Discussion

In its January 10, 1997 letter to Chairman Hundt, NECA proposed several

organizational changes that would meet the Joint Board's criteria. S NECA

proposed to establish USAC as a new, wholly owned subsidiary to serve,

initially, as a temporary administrator of the universal service fund. When, and

if, USAC was selected as a permanent administrator of the fund, NECA would

divest USAC, which would administer the High Cost, Low Income, Schools,

Libraries, and Rural Health Care Providers and Telecommunications Relay

Service programs.6 The USAC board of directors would have broad industry

4 See NOI at para. 14. The Joint Board recommended that the permanent
administrator (1) be neutral and impartial; (2) not advocate specific positions to
the Commission in non-administration-related proceedings; (3) not be aligned or
associated with any particular industry segment; and (4) not have a direct
financial interest in the support mechanisms established by the Commission.

S NECA memorandum dated January 10,1997 to Chairman Reed E. Hundt
from Bruce W. Baldwin.

6 See NECA Comments, filed January 27, 1997, at p. 6.
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representation based on Commission recommendations, with some

representation from the NECA board. NECA would have no further

responsibility for administration of universal service, but it would continue to

file and defend access charge tariffs and to administer the pooling revenue

distribution process.

Bell Atlantic and NYNEX support this proposal. It satisfies our

previously-stated concerns, and it meets the Joint Board's four criteria for a

permanent universal service fund administrator.

NECA recognizes that the USAC board must include broad industry

representation to meet the Joint Board requirement for a neutral and impartial

administrator. The Commission should establish rules for the USAC board that

would ensure that it included representatives of the large and small local

exchange carriers, the interexchange carriers, wireless carriers, and other groups

that will contribute to the universal service fund?

Divestiture of USAC from NECA would meet the second Joint Board

criterion concerning advocacy in Commission proceedings. Bell Atlantic and

NYNEX have argued that NECA should separate its advocacy functions from its

role as administrator of the universal service fund, since the combined activities

7 As Bell Atlantic and NYNEX previously recommended, the Commission's
rules should allow USAC to file for Commission approval of future changes in
the composition of the board under a public interest standard, so that a
rulemaking proceeding would not be needed for every change in the board. See
NOI at para. 15.
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would detract from the appearance that NECA would be a neutral fund

administrator. By divesting USAC, NECA could continue to take advocacy

positions in Commission proceedings without affecting USAC's neutrality.

Since USAC's board would represent the entire industry, and since USAC

would not file tariffs or perform functions on behalf of any particular carriers, it

would meet the third Joint Board requirement that the fund administrator not be

aligned with any particular industry segment.

Finally, USAC would not have a direct financial interest in the support

mechanisms established by the Commission. It would act only as a collector and

distributor of fund revenues, and it would not have any interest in the amounts

that any carrier contributed or received.

If USAC were selected as the permanent fund administrator, NECA

would transfer necessary personnel and resources to USAC to enable it to carry

out its functions.8 This would allow USAC to obtain the benefit of personnel,

processes, and data systems that were developed at industry expense as a result

of NECA's current industry funding activities.

Clearly, these proposals would qualify USAC to act as a neutral fund

administrator, and they would ensure that NECA's expertise would be made

available to the new universal service fund. For these reasons, Bell Atlantic and

8 NECA proposes to provide certain support services, such as human
resources and information systems, to USAC under contract to take advantage of
existing organizational efficiencies. See NECA Comments, fn. 12.
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NYNEX support NECA's proposed changes to the rules concerning its

membership and governance to allow creation of USAC as a potential fund

administrator.

Respectfully submitted,

1300 I Street, N.W., Suite 400 West
Washington, DC 20005
(202) 336-7894
Attorney for The NYNEX

Telephone Companies

By:~u [V~
rwrencew.Kalz ;lJJ,

1320 North Court House Road, 8th Floor
Arlington, VA 22201
(703) 974-4862
Attorney for the Bell Atlantic

Telephone Companies

Dated: March 3, 1997
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